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SUBJECT: CIEC: EC PROPOSAL ON COMPENSATORY FINANCING 

REF: SEPTEL ON MAY 5 HORIZONTAL G-8 

1 . BELOW IS TEXT TABLED BT EC IN RAW MATERIALS G-8 
MAY 5 ON COMPENSATORY FINANCING. IN RESPONSE TO 
QUESTION, EC REPINDICATED (1) THAT QTE VARIOUS 
PROPOSALS UNQTE LANGUAGE WAS MEANT TO REEER TO THOSE 
MADE BY SWEDEN AND G-19 AT CIEC AND BT LDC'S DRUING 
IME MARCH REVIEW OF CFF; AND (2) THAT EC DID NOT 
ITSELE INTEND TO EURTHER ELABORATE THIS TEXT. 

2. US RESPONSE TO THIS PROPOSAL IN HORIZONTAL AND RAW 
MATERIALS G-8 WAS NEITHER POSITIVE NOR NEGATIVE BUT 
STRESSED IMPORTANCE TO US THAT ANY LANGUAGE RECOMMEND- 
ING A STUDY OF EXPORT EARNINGS STABILIZATION NOT 
PREJUDGE OR POINT TO RESULTS OE SUCH A STUDY. OTHER 
LIMITED OFFICIAL USE 
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THAN SWEDES, WHO INTEND TO PUT FORWARD OWN PROPOSAL 
FOR LANGUAGE, INITIAL REACTION OF REST OF G-8 
PARALLELS OUR OWN. 

3. LANGUAGE IN BRACKETS IS SUBJECT TO CHANGE UPON 
VEREICATION OP DETAILED RESULTS OF APRIL IMF INTERIM 
COMMITTEE MEETING. 
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BEGIN TEXT 

THE PARTICIPANTS RECOGNIZED THE IMPORTANCE OE EEEECTIVE 
INTERNATIONAL ACTION TO OFESET THE ADVERSE EEEECTS ON 
DEVELOPING COUNTRIES OE EXCESSIVE FLUCTUATIONS IN 
EXPORT EARNINGS, INCLUDING IN PARTICULAR EARNINGS 
FROM EXPORTS OP PRIMARY COMMODITIES. IN THIS CONTEXT, 
THEY WELCOMED THE GREATLY EXPANDED USE OP THE IMP 
COMPENSATORY FINANCING FACILITY FOLLOWING ITS LIBERA- 
LIZATION IN lANUARY 1976 (AND THE SUBSTANTIAL 
INCREASE IN DEVELOPING COUNTRIES' DRAWING RIGHTS WHICH 
WILL STEM PROM THE QUOTA INCREASE TO TAKE EPPECT LATER 
THIS YEAR POLLOWING THE 6TH REVIEW AND PROM THE 
PURTHER QUOTA INCREASES DISCUSSED AT THE INTERIM 
COMMITTEE MEETING IN APRIL 1977.) THEY TOOK NOTE OF 
VARIOUS PROPOSALS FOR FURTHER INTERNATIONAL ACTION IN 
THE AREA OP EXPORT EARNINGS STABILIZATION AND AGREED 
THAT AN INTERNATIONAL STUDY WAS REQUIRED TO ASSESS THE 
PRECISE NEEDS OF DEVELOPING COUNTRIES AND THE MOST 
APPROPRIATE PORM OP INTERNATIONAL RESPONSE TO THESE 
NEEDS. THEY CONSIDERED THAT THE NECESSARY WORK SHOULD 
BE SET IN HAND AS A MATTER OP URGENCY WITHIN THE IMP/ 

IBRD DEVELOPMENT COMMITTEE AND THAT ACCOUNT SHOULD BE 
TAKEN OP ALL RELEVANT ECONOMIC AND INSTITUTIONAL 
ASPECTS. 

END TEXT 
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